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Why a White Paper?  
The Administrative Simplification provisions of the Health Insurance 
Portability and Accountability Act of 1996 (HIPAA) have not fully led to 
the anticipated benefits of reducing administrative costs through the 
broad use of standard electronic transactions. After almost 10 years of 
HIPAA implementation, the US Congress passed new legislation 
intended to promote more wide-scale adoption of electronic transactions 
and achieve the anticipated cost reduction and efficiency improvements 
of Administrative Simplification. 
Section 1104 of the Patient Protection and Affordable Care Act of 2010, 
commonly referred to as the Affordable Care Act (ACA), outlines how 
the goals of Administrative Simplification are to be addressed. Included 
in this section of the legislation is an industry mandate for the use of 
operating rules to support implementation of the HIPAA standards. 
Using successful, voluntary, national industry efforts as a guide, Section 
1104 defines operating rules as a tool that will build upon existing 
healthcare transaction standards. The legislation outlines three sets of 
healthcare industry operating rules to be approved by the Department of 
Health and Human Services (HHS) and then implemented by the 
industry; the second set of which are those for Electronic Funds Transfer 
(EFT) and Electronic Remittance Advice (ERA).
1  The ACA requires 
HHS to adopt a set of operating rules for both of these transactions by 
July 2012.  All health plans are required to implement and support EFT 
and ERA operating rules by January 1, 2014. 
Since 2005, the CAQH Committee on Operating Rules for Information 
Exchange (CAQH CORE
®) has served as an author of operating rules 
for the healthcare industry; and since 1974, NACHA – The Electronic 
Payments Association, has served as an author of operating rules for the 
financial services industry.  CAQH CORE and NACHA share a 
commitment to meet the scope, requirements and timeframe of ACA 
Section 1104 for EFT and ERA operating rules. This white paper, and 
the subsequent development of operating rules, will be used to assist in 
that shared goal. 
                                                 
1 The first set of operating rules under ACA Section 1104 applies to eligibility and 
claim status transactions with an adoption date of 07/01/11 and effective date of 
01/01/13; the third set of operating rules applies to health claims or equivalent 
encounter information transactions, enrollment and disenrollment in a health plan, 
health plan premium payments and referral, certification and authorization with an 
adoption date of 07/01/14 and effective date of 01/01/16.  
CAQH CORE
® 
and NACHA 
jointly 
sponsored 
multi-
stakeholder 
research to 
identify the 
barriers to 
achieving 
wide, rapid 
adoption of 
EFT and ERA. 
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Research and Findings   
To better understand the current state of government, health plan and 
provider use of EFT and ERA, and to facilitate development of robust 
EFT and ERA operating rules, CAQH CORE and NACHA co-
sponsored multi-stakeholder research to: 
1.  Identify the barriers to achieving industry-wide, rapid adoption of 
EFT and ERA; and  
2.  Develop initial recommendations on topics that operating rules 
and other industry efforts must address in order to facilitate 
adoption. 
CAQH CORE and NACHA conducted 17 hour-long interviews with 
industry participants representing a variety of healthcare and financial 
services industry stakeholders – health plans, healthcare providers, 
financial institutions, practice management system vendors, 
clearinghouses and other technology vendors.
2  All of the representatives 
interviewed use EFTs and ERAs to varying degrees and all are focused 
on making the transition from paper to electronic transactions and 
automating their workflows. 
Certain business issues and recommendations for increasing EFT and 
ERA adoption were reiterated throughout these interviews.  CAQH 
CORE and NACHA incorporated many of these issues and 
recommendations into their respective testimonies at a December 3, 
2010 hearing on EFT and ERA conducted by the National Committee 
on Vital and Health Statistics (NCVHS) Subcommittee on Standards.
3  
The key issues and recommendations are presented in the white paper (in 
no particular order of importance). Every issue and recommendation 
needs to be considered and addressed in order to achieve industry-wide 
return on investment, as there are significant interdependencies across 
the issues.  
                                                 
2 See Appendix 1 for a description of the entities. 
3 As required by the ACA, NCVHS is responsible for making recommendations to the Secretary of Health 
and Human Services regarding HIPAA standard transactions.  The proceedings of the December 3, 2010 
hearing are available at http://www.ncvhs.hhs.gov/101203ag.htm.   Earlier in 2010, NCVHS 
recommended CAQH CORE as the authoring entity for operating rules on eligibility and claims status 
transactions for non-retail pharmacy transactions.  On February 17, 2011, NCVHS recommended the 
designation of NACHA’s “CCD+” standard as the standard for healthcare EFT transactions and defined 
the healthcare EFT transaction as the electronic message used by health plans to order, instruct or 
authorize a depository financial institution (DFI) to electronically transfer funds through the ACH network 
from one account to another. On March 23, 2011, NCVHS recommended CAQH CORE, in collaboration 
with NACHA, as the candidate authoring entity for healthcare industry operating rules for EFT and ERA. Page | 4  
 
High-Level Overview of Business Issues Concerning the Broader 
Adoption of EFT and ERA 
 
A.  Provider enrollment with health plans for EFT is currently inefficient 
and time-consuming due to non-standard processes that require 
providers to enroll for EFT separately with each health plan. 
  A related issue is that provider enrollment for ERA with health 
plans can also be too time-consuming and non-standard. 
B.  The methods of implementation for ERAs vary from health plan to 
health plan from scanned paper remittance advices to various 
interpreted implementations of the ASC X12 Implementation Guide 
for the 835 standard. 
  There is non-uniform and inconsistent use of the 1,000+ Claim 
Adjustment Reason Codes (CARCs) and Remittance Advice 
Remark Codes (RARCs) that are included in the standard for 
potential use.   ERAs can have adjustments that are not 
documented correctly. Often the providers receive ERAs for 
which the total reimbursement amounts do not equal the 
payment amount total (i.e., the ERA does not “balance” as 
required by the HIPAA-adopted standard). 
  Providers often receive multiple payments against the same ERA, 
making it difficult to match payments to the appropriate ERA. 
  ERAs may not contain sufficiently detailed health plan/provider 
contract information, which inhibits the ability of providers to 
determine if they have been paid correctly based on contractual 
terms. 
C.  Providers often require that EFTs and ERAs be organized so that 
separate EFTs and ERAs are received for each provider subpart 
(components of the larger organization) defined by the internal 
financial accounting structure of the organization.  Often times, 
structures are defined by tax ID numbers or National Provider 
Identifier (NPI) subparts.  Some providers have separate bank 
accounts for each business unit, requiring that the EFTs be deposited 
by business unit bank account in order to facilitate Administrative 
Simplification.  The ASC X12 837, the Health Care Claim 
transaction, does not provide this degree of specificity in the claims 
submission process.  A new, consistent process needs to be created, 
possibly as part of an EFT and ERA enrollment process, to address 
this issue.   
D.  Providers often have difficulty matching an EFT with its associated 
ERA. 
  EFTs received by providers often have re-association trace 
numbers that are different from the re-association trace numbers 
they receive in the ERA. Sometimes re-association trace numbers 
are missing altogether. Page | 5  
 
  Providers’ receipt of matching EFTs and ERAs may be separated 
by long periods of time.  Delays longer than two or three 
business days make re-association more challenging. 
  The EFT may incorrectly or inadequately identify the health plan 
as the payer of the EFT.  Sometimes the EFT identifies a third-
party payment vendor working on behalf of the health plan. 
E.  The healthcare industry has little experience sending EFTs and ERAs 
together.  CTX is the NACHA standard that could be used to send 
EFTs and ERAs together.  NCVHS has recommended that HHS 
“adopt as the standard format for the health care EFT standard the 
NACHA CCD+ format, in conformance with the NACHA 
Operating Rules”
4 where EFT and ERA are sent separately. 
F.  The healthcare industry needs a more effective enforcement process 
for compliance with standards, given industry concerns over current 
levels of compliance. 
G.  Industry education is needed to improve understanding of electronic 
transactions, processes and workflows and to encourage adoption. 
  Some practice management system and hospital information 
system vendors have not incorporated complete EFT and ERA 
functionality for all payers that facilitate auto-posting of payments 
data to accounts receivable.   
  Providers may perceive that the costs and complexities associated 
with implementing electronic workflows for EFT and ERA 
outweigh the benefits. 
  Some providers also perceive a lack of control over retroactive 
adjustments and denials by health plans (including debiting of 
their accounts) and therefore may maintain paper-based 
remittance processes.  
Overview of Recommendations 
The recommendations in this white paper outline key areas of 
opportunity for increased industry adoption of EFT and ERA and are by 
no means exhaustive.  Other recommendations identified will be shared 
during CORE and/or NACHA rule-writing efforts.  The 
recommendations fall into three categories: 
 
1.  Recommendations for Healthcare EFT and ERA Operating Rules   
  Operating rules should address the inclusion of standardized key 
information within EFTs and ERAs that address specific 
business needs. 
o  Any associated EFT and ERA produced by a health plan 
must contain the same re-association trace number, as 
                                                 
4 NCVHS Letter to the Secretary - Affordable Care Act (ACA), Administrative Simplification: Standard 
for Health Care Electronic Funds Transfers and Operating Rules for Electronic Funds Transfers and 
Health Care Payment and Remittance Advice 02/17/11. Page | 6  
 
specified in the ASC X12 835 standard, to enable 
providers to re-associate the EFT with the related ERA. 
o  Business-case driven operating rules should address a 
uniform and consistent use of CARCs and RARCs for 
denial and payment adjustments.  Such uniform and 
consistent use could include establishing a list of critical 
codes, a formal periodic versioning process and 
prohibiting the use of deactivated codes.  Consideration 
must be given to work in progress by ASC X12 and 
completed by other state and industry initiatives to 
address this issue.   
o  Providers should be able to specify whether they need 
EFTs and ERAs created based on tax ID number or NPI, 
and health plans must be required to comply with the 
provider’s preference. 
o  Operating rules should require the accurate identification 
of the health plan making the EFT payment or funding 
the payment. 
  Operating rules should require provider, or their designate, 
receipt of EFT within a prescribed time period of ERA (for 
example, within two business days of each other).  
  Operating rules should address consistent and uniform 
procedures for handling reversals and the debiting of provider 
accounts, consistent with ASC X12 835 v5010 standard 
requirements and the requirements of the NACHA standards and 
operating rules for CCD+. 
 
2.  Recommendations for Exploring Potential Areas for Healthcare Standards 
  The healthcare and financial services industries should determine 
what further work is needed to make the ACH CTX standard 
attractive to health plans and providers. NACHA should consider 
identifying a version of the CTX standard specifically for the 
healthcare industry, one that addresses HIPAA privacy and 
security requirements. This would permit ERA data to travel with 
the EFT payment, eliminating the challenges of re-association.  
NACHA and CAQH CORE should consider the benefits of 
conducting a pilot using the CTX standard with provider and 
health plan support.  
  The healthcare industry should determine if the ASC X12 v5010 
835 is the appropriate transaction to support returning health 
plan/provider contract information that describes the basis for 
the reimbursement amount, and if not, determine what is the 
appropriate tool. 
 
3.  Recommendations for Other Industry Actions 
  The industry should create or identify a utility or interoperable 
utilities for providers to enroll in EFT with all health plans.  The Page | 7  
 
industry should also evaluate the benefit of creating/identifying a 
utility or interoperable utilities for enrolling and maintaining 
providers’ ERA requirements. 
  Practice management system and hospital information system 
vendors should be strongly encouraged to support EFT and ERA 
functionality and operating rules including the capability to auto-
post payment data to accounts receivable. Existing certification 
options for administrative transactions should be considered to 
support this process.  
  Stakeholders should offer more robust, accessible and 
transformative educational forums for EFT and ERA adoption, 
demonstrating that the financial services and healthcare industries 
have a common business interest in educating providers, health 
plans and financial institutions exchanging these transactions.  
  The industry should apply lessons learned and build off of what 
exists today for operating rule testing and certification, and 
consider how implementation of timely and effective compliance 
enforcement of the ASC X12 v5010 835 Implementation Guide 
should occur.  The existing enforcement of the NACHA 
Operating Rules should be reviewed for its applicability to 
healthcare where appropriate. 
 
 
Next Steps 
 
The healthcare operating rules and the financial services operating rules 
must work in tandem and be complementary.  Moreover, the healthcare 
operating rules must work in collaboration with other action taken to 
improve EFT and ERA adoption rates. The detail behind these white 
paper findings will be presented to the CORE EFT and ERA Subgroup 
as they develop healthcare operating rules; and concurrently, the financial 
services industry will also consider the findings as it amends the 
NACHA Operating Rules for EFT. 
 
Beyond operating rules activities, CAQH CORE and NACHA are both 
committed to working across and within the healthcare and financial 
services industries to assist with all issues that will positively impact EFT 
and ERA adoption in healthcare.  Special emphasis will be placed in 
working with the relevant standards development organizations (SDOs) 
and also with entities committed to innovative education.   Page | 8  
 
Appendix 1 
About the Sponsors  
CAQH CORE
® 
 
CAQH is an unprecedented nonprofit alliance of health plans and trade 
associations serving as a catalyst for industry collaboration on initiatives 
that simplify healthcare administration. CAQH solutions promote quality 
interactions between plans, providers and other stakeholders; reduce 
costs and frustrations associated with healthcare administration; facilitate 
administrative healthcare information exchange; and encourage 
administrative and clinical data integration (www.caqh.org).  The 
Committee on Operating Rules for Information Exchange
® (CORE
®) is a 
multi-stakeholder initiative sponsored by CAQH. CORE has convened 
more than 120 healthcare industry stakeholders as participants in 
developing the CORE rules. Participating health plans cover more than 
150 million lives, or approximately 75 percent of the commercially 
insured, plus Medicare and state-based Medicaid membership. 
 
NACHA, The Electronic Payments Association 
 
NACHA is the not-for-profit organization that develops and maintains 
the standards for electronic fund transfers using the Automated Clearing 
House (ACH) Network, and authors operating rules for the 
implementation of the ACH standards. ACH transactions are a 
ubiquitous form of electronic payment that is already used by many 
health plans, including Medicare, to pay healthcare providers. The 
NACHA Operating Rules, and the transaction standards on which they are 
based, provide the backbone for this system (www.nacha.org). 
 
About the Research Firm  
 
Boundary Information Group 
 
The Boundary Information Group (B.I.G.), incorporated in 1995, is a 
strategic alliance of consulting firms that offer complementary services in 
the management of healthcare information. These consulting firms are 
entrepreneurial, are headed by their founders, and have small, elite staffs 
with outstanding competence in their specialties. B.I.G.’s engagements 
support HIPAA transactions and code sets, operating rules, privacy and 
security; electronic health records; health information exchange; and 
revenue cycle management (www.boundary.net). 
 
About the Interviewees  
 
List on next page.   Page | 9  
 
 
Type of 
Organization  Description  Interviewee’s  Title  
PROVIDERS 
 
 
 
 
Independent regional hospital with less than 
100 beds 
Chief Financial Officer 
IT Director 
Large not-for-profit group practice  Cash Manager 
Revenue Cycle Regulatory Advisor 
Systems Analyst 
3-hospital health system  Director, e-Commerce and Revenue Cycle 
System 
15-hospital health system   Patient Accounts  
Patient Financial Services 
Small provider practice  Accounts Receivable Supervisor 
Accounts Receivable Manager 
Collections Manager 
HEALTH 
PLANS 
Large national health plan with over 18 
million members 
Outreach and Enrollment  
Provider eServices Manager 
Large not-for-profit health plan with over 8 
million members 
Vice President, Health Plan IT Strategy 
Assistant Director, Revenue and Banking 
Services 
Director of Health IT Strategy 
Principal Technology Consultant Health IT 
Large national health plan with over 37 
million members 
Manager Project Management 
Senior IT Business Analyst 
VENDORS  Large clearinghouse that facilitates EFT and 
ERA transactions  
Director of Government Affairs 
Vice President, Financial Services 
Third-party vendor with products that 
process ERAs and EFTs 
Healthcare Product Management & Strategy 
Vice President and General Manager, Health and 
Financial Network 
Vendor with product to assist with EFT and 
ERA reconciliation 
Senior Vice President of Business Services 
Vice President of Technology 
Physician software vendor   President and Managing Member 
BANKS  Large national bank with lockbox service and 
EFT processing services for providers  
Director, Treasury & Security Services  
Product Operations Manager 
Director, Treasury and Securities Services 
Product Team Member 
Product Team Member 
Product Team Member 
Large national bank with lockbox services for 
payers and providers 
Vice President, Healthcare Operations Payer 
Services 
Senior Vice President 
Large national bank with lockbox services for 
providers and other ERA and EFT products 
National Sales Manager for ERA Processing 
Services 
Bank with ERA and EFT products for payers  Vice President, Transaction Services 
Senior Product Manager, Financial Services 
OTHER  Processing agency that provides payment 
services for checks, electronic checks, ACH 
transactions and wire transfers 
Product Specialist 
Product Specialist 
Vice President, Product Manager 
Executive Vice President 
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Appendix 2 
Glossary of Terms and Acronyms  
Note: Glossary applies to terms and acronyms used in white paper and associated details. 
 
Term  Definition 
ACH (Automated Clearing House)  The ACH Network is a batch processing, electronic payments system 
governed by The NACHA Operating Rules, which provide for the 
interbank clearing of electronic payments for participating depository 
financial institutions. Transactions received by the financial institution 
during the day are stored and processed later in a batch mode. This 
provides faster processing than paper checks.  
ACH payments include: 
 Direct Deposit of payroll, Social Security and other government 
benefits, and tax refunds  
 Direct Payment of such consumer bills as mortgages, loans, utility 
bills and insurance premiums  
 Business-to-business payments  
 e-Commerce payments  
 Federal, state and local government payments  
The number of ACH payments in 2010 exceeded 19.4 billion 
transactions.  
ASC X12 835 (ASC X12 Healthcare Claim 
Payment/Remittance Advice) Transaction 
An electronic transaction based on the ASC X12 standards implemented 
in accordance with either the ASC X12N ASC X12 835 004010X091 or 
the ASC X12N ASC X12 835 Healthcare Claim Payment/Remittance 
Advice implementation guides as defined in 005010X221. Such 
implementation guides provide a detailed explanation of the transaction 
set by defining data content, identifying valid code tables and specifying 
values that are applicable for electronic claims payment.5 
CARC (Claims Adjustment Reason Code)  A Claims Adjustment Reason Code provides an overall explanation for 
the health plan’s financial adjustment to the amount submitted by a 
provider on a healthcare claim.  CARCs are updated three times per year 
by the Health Care Claim Adjustment Reason Code/Health Care Claim 
Status Code Committee. 
CCD+  The Corporate Credit or Debit is an ACH standard for EFT that is used 
to make/collect payments to/from other corporate entities. The CCD+ 
ACH Standard can include one record of payment-related information of 
up to 80 characters.  Health plans use the CCD+ to send payments via 
EFT, with a re-association number that matches the EFT to its associated 
ERA. (See also CTX ACH Standard) 
CTX  The Corporate Trade Exchange is an ACH standard for EFT that 
supports the transfer of funds (debit or credit) with another entity for 
which there is an existing trading relationship. This standard includes 
ASC X12 835 payment related information, which can be placed in 
multiple (up to 9,999) addenda records. 
EFT (Electronic Funds Transfer)  The electronic exchange or transfer of money from one account to 
another, either within a single financial institution or across multiple 
institutions, through computer-based systems.6 
EOB (Explanation of Benefits)  A document from a health plan giving details regarding how the health 
plan processed medical insurance claims. Although EOBs often look like 
                                                 
5 ASC X12N 004010 Implementation Guide dated May 2000 and ASC X12N 005010X221 Implementation Guide dated April 
2006. 
6 http://en.wikipedia.org/wiki/Electronic_funds_transfer  Page | 11  
 
Term  Definition 
a medical bill, the EOB tells the patient which portion of a claim was paid 
to the healthcare provider and which portion of the payment, if any, the 
individual is responsible for. 
ERA (Electronic Remittance Advice)  An electronic version of a payment explanation that provides details 
about providers’ claims payment. ERAs are provided by health plans to 
providers. The industry standard for sending ERA data is the HIPAA-
adopted X12 ASC X12 835 standard. If the claims are denied, the ERA 
would contain the required explanations.  
NPI (National Provider Identifier)  A unique 10-digit identification number issued to healthcare providers by 
the Centers for Medicare and Medicaid Services. 
ODFI (Originating Depository Financial 
Institution)  
A participating financial institution that originates ACH payments at the 
request of and by (ODFI) agreement with its customers. ODFI's must 
abide by the provisions of The NACHA Operating Rules.
7 
Remittance (Remit)  The sending of money to someone at a distance. The sum of money sent. 
To transmit (money) in payment. 
RA (Remittance Advice)  A document that describes payments that are being made. The person or 
company that is making the payment will sometimes include a remittance 
advice, which is like a receipt of payment. A remittance advice is usually 
used by companies either processing a purchase or a filed claim.8 
RARC (Remittance Advice Remark Code)  A Remittance Advice Remark Code provides supplemental information 
about a health plan’s adjustment to a claim payment described by a Claim 
Adjustment Reason Code.  RARCs are maintained by CMS.   
Re-association  Matching a payment to the remittance advice data received. 
RDFI (Receiving Depository Financial 
Institution)  
Any financial institution qualified to receive ACH payments that agrees to 
abide by the NACHA Operating Rules
 7 
Reconciliation  Posting remittance data to open patient accounts in order to relieve the 
open account receivable. 
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